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RWANDA: KEY ECONOMIC INDICATORS 


(Money values in millions of dollars except where noted) 


[oc Te 


1982 © 1983 1984 


Gross Domestic Product (GDP) 

Nominal 1,463 1,603 1,693 
Real 1,537 1,579 1,666 
Per Capita $US 257 


Price Indices 
GDP Deflator 9.2 
General Consumer Price Index 12.6 


(percentage change) 
6.0 4.5 
6.6 


Money Supply 
Currency 123.3 129.5 N/A 
Currency Plus Demand Deposits 174.0 198.5 N/A 


Government Accounts 
Ordinary Government Revenues 166.4 168.4 185.7 
Ordinary Government Expenses 200.3 208.3 
Net Lending 1.8 0.6 
Development Expenditures 33.3 N/A 
Overall Balance -69.0 N/A 


External Public Debt (percent of GDP) 14.2 15.8 
Debt Service Ratio 5.2 6.2 


Balance of Payments 
Exports (F.0.B.) 108.5 123.3 147.9 
Imports (C.1.F) 214.7 194.4 204.9 
Balance of Trade -106.2 -71.1 -57.0 
Services (net) -90.3 -92.3 -90.5 
Balance on Goods and Services ~196.5 -163.4 -147.5 
Unrequited Transfers 109.9 117.1 101.8 
Current Account Balance -86.6 48.3 45.7 
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Net Reserves 108.5 87.3 87.3 
Months of Import Coverage 6 5 5 


Major Export Commodities - Volume (in metric tons) 
Coffee 25 ,083 31,585 30 , 300 
Tea 7,130 7,479 7,650 
Cassiterite 1,646 1,526 1,560 
Wolfram 601 429 540 


Major Export Commodities - Revenues 
' Coffee 68.3 81.0 83.5 
Cassiterite 0.4 N/A N/A 
Wolfram 11.3 14.8 22.8 
Other (Skins, other minerals, 
8.5 


pyrethrum, cinchona) 6.9 6.7 
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Notes: Figures not always consistent because of differing sources. Rwandan 
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SUMMARY 


Rwanda is a landlocked, mountainous nation in the Great Lakes region 
of central Africa, inhabited by 5.5 million people. Transportation 
arteries and communications are poor even between Rwanda and its 
neighbors-Uganda to the north, Burundi to the South, Zaire across 
Lake Kivu to the west and Tanzania to the east. Rwanda has direct 
air connections to neighboring capitals, as well as to Nairobi, Add 
is Ababa, Paris, Jidda, Brussels and Moscow. From the United 
States, two days travel is required to get Kigali. 


Although it has one of the higher population growth rates in the 
world (3.6 percent per year) and is the most densely populated 
country in Africa, Rwanda is one of the few African nations who's 
agricultural production has kept ahead of its population growth rate 
over the past ten years. 


Agricultural exports (coffee, tea, pyrethrum, cinchona) provide most 
of the country's foreign exchange earnings. Coffee is by far the 
most important source (56%) followed by mining (16%), mainly 
cassiterite and wolfram. The United States purchased 55 percent of 
Rwanda's exported coffee in 1983-84, but only 6 percent in 1984-85, 
as Western European nations dominated the consumer market. 


Rwanda's manufacturing base is narrow and growth of modern 
manufacturing is limited by the small size of the market and the 


lack of raw materials, manufacturing facilities, entrepreneurial 
skills and skilled manpower. The country, consequently, imports 
capital goods, steel, and petroleum products, cement and other 
construction materials, and virtually every modern consumer 

product. Its merchandise trade is hampered by high transportation 
costs and dependence on neighboring countries for access to seaports 
at Mombasa, Kenya, and Dar Es Salaam, Tanzania. 


In recent years, Rwandan exports have not kept pace with imports. 
The need to conserve foreign exchange and to keep agricultural 
production ahead of population growth govern the country's economic 
policy. Although, the Government has taken several measures 
designed to curb the loss of foreign exchange, an imaginative 
economic policy will be required to reverse the increasing balance 


of payments deficit, as growth prospects for exports do not look 
bright. 


AGRICULTURE 
Rwanda's feat of increasing food production at a rate higher than 


its population growth is not likely to be continued during the next 
decade. Nearly all the arable land in Rwanda is now 





under cultivation, and 95 percent is devoted to subsistence 
agriculture. Efforts are being made to increase yields as well as 
to emphasize production of crops which provide higher nutritional 
value. Present commodities (in rank order of percentage of land 
devoted to them) include: bananas, tubers, beans, sorghum, and 
maize. Cultivation extends from the marshlands to the high 
mountainsides, with harmful effects on the environment because of 
ensuing erosion and deforestation. 


Cash crops occupy only five percent of the cultivated land in 
Rwanda. Coffee production has remained steady, with a 30 percent 
increase in 1984. Rwanda is one of the few countries which has been 
allotted an increase (to 28,200 tons) in its International coffee 
Organization (ICO) quota for the years 1984-1987. Even when coffee 
production has been greater than its quota, Rwanda has been 
successful in marketing the excess to non-ICO members. A stable 
world price throughout 1984 has brought some optimism to the local 
coffee industry. 


The tea industry has a banner year in 1984, as Rwandan tea prices 
held steady at a level nearly double that of 1983. In the second 
quarter of 1985, however, prices for all teas fell by more than 50 
percent due to higher world production. 


The International Finance Corporation has approved a loan to enable 
the Sorwathe tea factory in northern Rwanda to bring more marshland 
under cultivation. This 5] percent American-owned plant, which 
contributes over 16 percent of the nation's total tea production, 
has been well-managed and is the brightest spot in Rwanda's tea 
industry. With Sorwathe now responsible for providing smallholders 
with the fertilizer necessary to increase yields, the industry has a 
chance to overcome one of the major stumbling blocks to this 
sector's growth. Tea is Rwanda's second most important agricultural 
export, and third export overall, providing 10 percent of foreign 
exchange in recent years. 





INDUSTRY, COMMERCE AND MINING 


Manufacturing accounts for about 18 percent of GDP. Leading 
industrial activities include production of inexpensive consumer 
items such as matches, soap, beer, soft drinks, furniture, plastics, 
shoes and cigarettes. Total production of beer and softdrinks 
account for about half of the total value added of the manufacturing 
sector. Agro-industrial enterprises produce flour, sugar, fruit 
juices, and jams. There is also limited but growing artisanal 
production of items aimed at the tourist trade, including basketry 
and wood carvings. Rwanda's only heavy industry consists of a tin 
foundry and a cement factory. 


The Government's industrial development policy gives priority to 
industries using domestic raw materials, labor-intensive projects, 
and import substitution industries. Foreign investment as well as 
domestic private investment are encouraged and government 
participation is limited to industries that are considered essential 
or strategic. 


COMMERCE: Expatriate businesses, European as well as Asian, 
dominate Rwanda large-scale commerce. (There are over 49,000 
Rwandans engaged in business enterprises, many of them on a 
part-time basis.) New Government regulations issued in 1983 limit 
the amount of foreign currency which can legally be transferred out 
of the country and require advance deposits of up to 100 percent of 
the value of any item to be imported. These regulations have 
resulted in shortages of imported luxury items such as alcohol and 
cars, and in the growth of a small black market in currency. During 
1983, Rwanda pegged its franc to the Special Drawing Right (SDR) 
unit issued by the IMF, and dropped its former linkage with the U.S. 
dollar. This change initially decreased the value of the Rwandan 
franc by about six percent. 


Late in 1983, the government also restricted the employment of 
expatriates in job categories requiring little training or work 
skills, and set limits on expatriate salaries paid in Rwanda. 
Rwanda prefers that expatriate economic activity be directed toward 
industry rather than commerce and actively solicits such foreign 
investment through liberal policies. The government is expected to 
continue its efforts to control imports in 1984. 





MINING: Despite its relatively small share in GDP--less than 2 
percent--the mining sector occupies a very important place in the 
Rwandan economy, accounting for nearly 15 percent of total exports 
receipt in 1983. The minerals are cassiterite, which is by far the 
most important, wolfram, beryl and colombo-tantalite. 


An estimated 90,000 ton reserve of cassiterite provides the raw 
material for the tin foundry. Cassiterite ore is also exported. 
The Societe des Mines du Rwanda (SOMIRWA), the parastatal company 
with majority ownership by GEOMINES of Belgium, is responsible for 
managing the mining sector. Rwanda has requested assistance from 
the International Finance Corporation and European lenders to 
provide needed operating and investment capital to improve 
operational techniques, research, and productive development. 
Belgian participation and influence in SOMIRWA is expected to 
diminish once the policy is carried out. 


Various problems have affected the mining sector since 1980, among 
them a rise in production costs, inefficient management, a slump in 
world demand and the adverse effects of underutilized capacity of 
the tin foundry. 


TRANSPORTATION AND COMMUNICATIONS 


TRANSPORTATION: Inadequate transportation and communication 
infrastructure compound the difficulties faced by landlocked Rwanda 
in all areas of economic activity. The parastatal firm, Societe des 
Transports Internationaux du Rwanda (STIT), manages the land 
transportation of all imports and exports. STIR owns and operated 
140 trucks on the road from Mombasa to Kigali, hauling about 12,000 
tons of imports each month. 


Rwanda is 1,000 miles by road from either Mombasa or Dar Es Salaam, 
the nearest seaports. The roads to these ports each transit two 


countries-- Uganda and Kenya to the north or Burundi and Tanzania to 
the south. 





The northern route through Uganda is characterized by slow and 
cumbersome customs formalities at border crossings. Security in 
Uganda varies from relatively safe to very dangerous, and shows 
little sign of improving. Ugandan roads are in poor condition. The 
four countries of this "Northern Corridor" (Kenya, Uganda, Rwanda 
and Burundi) meet regularly and have signed four protocols toward 
resolving these problems. 


The southern route transits Burundi by road, then crosses Lake 
Tanganyika by ship and finally traverses Tanzania by rail. The 
practical problems of using three forms of transportation are 
obvious. The rail system in Tanzania is extremely unreliable, the 
roads are bad, motor fuel is often unavailable, and the port is 
poorly managed. The southern route is used much less than the 
northern corridor, primarily for non-urgent shipments. 


Rwanda has turned to air freight for a considerable percentage of 

its exports. All of Rwanda's cassiterite and tin production and 
much of its coffee are exported by air: The cassiterite and tin to 
Europe by European Airlines and the coffee to Mombasa via Air Rwanda. 


There are approximately 440 kilometers of all-weather roads in 
Rwanda at present. The recently completed German-financed, 
Chinese-built road from Kigali to Ruhengeri added 90 kilometers to 
total length and the Butare-Cyangugu road in 2-3 years will add 
another 150 kilometers. The effect of the Ruhengeri highway on 
Rwanda's economy will be far greater than any increase of 26 percent 
in paved roads might imply. The new road links the north and south, 
decreasing the transit time from five hours to approximately two 
hours, and provides access to Eastern Zaire and Uganda. A project 
to pave the Kakitumba-Rwamagana road, a main route from Uganda, is 
also presently underway. There are 2,700 kilometers of unpaved 
roads in the country. In 1981 there were approximately 6,500 
automobiles, 3,000 small trucks and 1,500 heavy trucks in Rwanda. 
Seventy percent of vehicles were Japanese, 14 percent French, with 
only a few heavy trucks of American manufacture. 


Rwanda has six airports. Three of them, Kigali, Butare and Kamembe 
(Cyangugu/Bukavu), have all weather landing strips. Rwanda has no 
railroads. 


COMMUNICATIONS: Communications may be the least developed sector of 
Rwanda's economy. There is approximately one telephone per 1,000 
people in Rwanda. Postal and telegraphic communication, domestic 
and international, is slow and expensive. 





There is one government-run FM radio station. Broadcasting occurs 
on several frequencies; in addition to regular programs, government 
messages, as well as those of private firms and citizens, are 
transmitted. Many organizations have private radio channels. There 
is no television, although there will be one provided by the French 
in the next few years. Zairian TV stations may be received in the 
Western part of the country. 


ENERGY 


About 97 percent of Rwanda's energy consumption consists of wood, 
charcoal, and agricultural residues. Population pressures have 
reduced Rwanda's forests to about nine percent of the land. Several 
reforestation projects are underway, both for soil conservation 
purposes and to produce wood for fuel. Only ten percent of fuel 
consumption, however, is being met at present by new supplies. 
Rwanda is seeking to diversify its fuel consumption, however, and is 
exploring the use of papyrus briquettes, peat, more efficient 
charcoal production, and more fuel-efficient cookstoves. 


For the medium term, the authorities intend to diversify energy 
sources in order to reduce the country's dependence on imported 
energy. The government's policy has consistently aimed at 
developing the domestic hydroelectric potential, which is 
considerable. In this respect several small scale hydroelectric 
power stations have been operating during the last five years. 
Overall results have been encouraging: in 1980, 60 percent of the 
electric power used in Rwanda was purchased from Zaire, by 1983, the 
proportion had been reduced to 14 percent. The European Economic 
Community (EEC) has earmarked 857,000 ECUs for a feasibility study 
to expand methane gas production in Lake Kivu on a joint basis 
between Zaire and Rwanda. The methane gas in Lake Kivu on the 
border with Zaire offers a promising substitute for oil and 
electricity, with reserves estimated at 63 billion cubic meters. 
Petrorwanda, a parastatal, manages the petroleum reserve system. 
Estimates are that there is enough fuel in reserve at present for no 
more than three months; the goal is to have two to three million 
liters stocked, or enough for six months. 





The most important development in the energy sector in recent years 
was an agreement to form the Societe Internationale 
d'Electrification des Pays des Grands Lacs (SINELAC) by the Economic 
Community of the Great Lakes State (Rwanda, Zaire and Burundi) in 
1983. In addition to managing the first Ruzizi Dam and other 
regional power stations, SINELAC will implement a joint World Bank 
project--co-financed by the EEC, the Great Lakes Economic 
Development Bank, and Italy--which will provide power to Burundi, 
Rwanda and Zaire. 


LABOR AND EMPLOYMENT 


There are about 80,000 entrants into the labor force annually, but 
employment opportunities have lagged behind the number of job 
seekers. Only five percent of the population is involved in the 
cash economy and neither the Government nor industry is capable of 
accepting an increase in workers. Minimum wages are set by the 
Government, and all hiring must be approved by the Ministry of Civil 
Service and Employment. A government campaign to keep youth "down 
on the farm" is intensifying. 


TOURISM: Rwanda has dedicated a greater proportion of its surface 
area to parkland (10 percent) than any other country in Sub-Saharan 
Africa. The 2,590 square kilometer Akagera Game Reserve and the 


Volcano National Park offer refuge to the rare mountain gorilla and 
other East Africa wildlife in addition to providing a view of the 
beautiful Nile Congo Crest. Several international class hotels are 
located in or near the parks, and Rwanda has domestic as well as 
international air service. Sabena, Air France, Ethiopian Airlines, 
Air Tanzania and Aeroflot all serve Kigali, and Kenya Airways 
started service in the spring of 1984. The Office 





Rwandais du Tourisme et des Parcs Nationaux (ORTPN) is organizing 
"package tours" for arriving tourists who wish to visit the parks. 
Political stability, increasing accessibility, a variety of game, 
scenery, and recreation possibilities have contributed to the rise 
in tourism of the past several years. The government is actively 
interested in developing tourism and is beginning to see results. 


GOVERNMENT ECONOMIC POLICY 


Economic management in recent years has been prudent, as evidenced 
by relatively low inflation rates, low debt-service ratios, and 
avoidance of projects of dubious economic justification. The 
government budget has shown slight deficits in recent years, owing 
to unrealized revenues and a 36% increase in current expenditures. 
The deficit followed two years (1979-1980) of exceptionally high tax 
receipts from coffee exports. The fiscal deterioration has required 
belt-tightening and a net increase in both domestic and foreign 
financing. Rwanda's debt service ratio, however has remained 
favorable throughout the period. 


Government revenues were augmented in 1983 with tax increases on 
beer and cigarettes and in 1984 with an income tax increase, but 
will probably not grow further in the next years unless world coffee 
prices rise, an unlikely development. The decrease in imports 
caused by measures designed to preserve foreign exchange will also 
result in a loss of revenue and a slowdown in economic growth. 


Duties on exported coffee represented approximately 8 percent of 
government revenues in 1984, 


Due to the Government's contractionary fiscal policy, the six 
percent devaluation of the Rwandan franc in 1983 when it became tied 
to the SDR, has not led to inflation. The slowdown in the real and 
nominal appreciation of the Rwanda's franc in 1984 has contributed 
to the restoration of Rwanda's international competitiveness and an 
improvement in its balance of payments. However, the Rwanda franc 
is still overvalued in comparison to the currencies of the country's 
European trading partners because of its long tie to the rising U.S. 
dollar. 


IMPLICATIONS FOR THE UNITED STATES 


Rwanda maintains an exchange system relatively free of restrictions 
on current international transactions and a fairly liberal trade 
system. Until 1984, the united States was Rwanda's most important 
customer, owing to coffee purchases. Rwandan imports from the 
United States in 1984 consisted mostly 





of foodstuff and used clothing, but amounted to only a fraction of 
total imports. 


Potential areas for foreign investment include tourism, mining, and 
export agriculture, the last being the area in which there is 
presently U.S. investment (in a tea factory). Rwanda's liberal 
investment code permits significant repatriation of profits and 100 
percent ownership of business enterprises. 


Businesses which have offices in Nairobi have been able to explore 
and make inroads into the Rwanda market most easily. Best trade 
prospects include food processing machinery, trucks, chemicals, 
foodstuffs and consumer goods. 


Rwanda's commercial ties to Europe, the difficulty of conduction 
business in a foreign language, together with logistical problems 
and high cost of transportation, make greatly increased U.S. 
investment and trade with Rwanda unlikely. Opportunities can, 
however, be found by the innovative and persistent investor or 
exporter. 











